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Peritioners District of Columbia Redevelopment Land Agency

"hereinafter cited as'" (DCRLA) and Trilon Plaza Company appeal from
real property assessments for fiscal years 1977 and 1978. This Court
has jurisdiction pursuant to D.C. Code 11-1201, 47-3303, 3304 and
3305 (1981 ed.).

The petitioners appeal only that part of the assessment that
involves the value of the land, and they have conceded that the value
assigned to the improvements 18 correct, however, recpondent in answer
to the petition has pleaded the correctness of its assessment.

The subject property is Lot 123 in Square 472, improved by
premises known as 901 & .a Street, S.W., in the District of Columbia..
The land 18 owned by DCRLA and is currently lcased to Trilon under an
assignment of lease dated February 3, 1973, to pay all real estate
taxes assessed against the subject. The term of said lease will ex-
pire December 2, 2062.

The ascoscor fralued the property at $9,500,000, conaisting
of land valued at $2,640,096 and improvemcnts at $6,859,904. During
the trial, respondcat noved to cmcnd its answer as to asseased value,
to conform to the opinion of value given by lir. Harps (respoudent's
expart) at tho trial. Mr. Harps' estimated the vaiue of the property
to be $9,070,000, consioting »f land valued at $1,627,500 and the im-
provements at $7.462.500«£/ The Court took this motion under advise-
ment, and now will grant the respondents' notion to omend its answver

to conform to the eactimate of value given by ita expert.
All taxes were paid prior to the £iling of this appeal.gj

7 See 7. R. at p. 151 Pebruary 4, 1¢20.

2/ Sea Dintrict of Col»—in v. Dov-nter, 153 U.J.A"p D.C. 126, 466 P.2d
367 (1972), Caorna Ly~ O tr. Co. V. Dinaxint ol Colr~h4in, 315 A.2d
175 (D.C.App. 1974); Uanchall v, Districe of TCoi—a4n, 430 A.2d 524
(D.C.App. 1981).
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Petitioner first claims that by the filing of its petition
wherein it conceded that respondent's valuation of the building was
correct, that it had a right to contest only the land valuation of the
assessment. Petitioner further urges upon this Court that respondent
never raised the issue of the valuation of the building in its plead-
ings, and therefore the respondent should have been barred from intro-
ducing any evidence as to that value. '

The record does not support such contentions as a reading

of respondent's answer clearly shows that it placed the entire a~s~-c—-at
in issue, thereby putting the petitioner on notice of its opposition to

the assescment.
Next petitioner claims that it has a right to contest only

the land valuation of the assessment, thereby limiting the respondent's

opposition to the petition. In support of this position, petitioner
cites Judge Penn's opinions in tax dockets nos. 2288, 2289, 2290,
2370 and 2372,

A careful reading of these opinions, which however are not
binding on this Court but are persuasive, indicate otherwise and there
is no doubt that these opinions recognize that a taxpayer by appealing
an assessment places both the land and building valuation in issue.

It 18 clear from a reading of the D.C. Code, 1973 ed.,
847-642(a) (Supp V, 1978) now 847-821, that an assessment of real
property includes the valuation of both land and improvement. This
section reads as followay

"(a) The Yayor shall assess all real property, identi-
fying separately the value of the land and improvements
thercon . . ." '

Also section 47-3303 states as follows:

"The Court may affirm, cancel, reduce or increase the
agsescoent."

In addition, section 47-025(1) gives any taxpayer who is
aggrieved by an ~r~-epco-at, classification, equalization or valuation
the right to appeal a decision from the Board of Equalization and Re-
view to this Court. Thus there is no dicpute: that a taxpayer who ap-
peals a real property asscccoment from the Board o this Court could
have this rc-con~—-nt  affirmed, cancelled, reduced or increased. It

is also undisputed that the value of the lcnd and irprovemcnts tozether

make up the asr~~~=~nz, It therefore follcws that whea a taxpayer ap=-
peals an assessment, he opens the docr to possible chanzes, upward or

e L



(" O

-3 -

downward, in the value of ejither the land or improvement, or both,

even though he has contested only one part of the assessment.

IT

Next petitioner contends that the value of the land on
January 1, 1976, valuation date for fiscal years 1977-1978.2/1l the
same as the-option price §819,567.65. Petitioner submits that the value
of the land to the taxpayer is limited by the arms-length agreement
(option price) for the land, for the 99-year option period. Since a
willing buyer would pay no more for the property during the option
period, which runs until June 2, 1992, and because a willing seller
cannot sell the property for more than the option price, the land
value must be limited to this amount. This Court would disagree.

"When the owner is not tax exempt, the tax is on the value
of the property, not the value of the owner's interest; and it falls
upon the owner of title, even where the right to use of the land has
been transferred in a 99-year lease." (Sprinzffcld M~rimo Bank v.
Property Tax Appeal Cd.) 256 N.E.2d 334 (Ill. 1970), citing, People
ex rel. Harding v. City of Chicaro, 335 1I1l. 450, 167 N.E. 79 (1929).
Likewise, this Court believes that it is the capacity for earning in-
come, rather than the income actually derived that may reflect the true

market values for taxation purposes. Further, the tax levied is a tax
upon the whole land, and not merely on the interest of a particular
person therein, and to achieve the essential indiscriminate and full
measure of taxation of real property as a whole, it 1is not generally
proper or necessary thatlpeparate legal interests in a piece of pro-
perty be independently assessed.

In arriving at the true value {or tax cssesszont purposes
of real property subject to a lease, an zazpraical is to be mode of the
property as a whole regardless of the effect ol the lecsa upon the
value of the owner's interest, Prspin o m~l., Cnla v, T Co—i-~dion
of City of s Yer™, 17 App.Div.2d 225, 233 17.Y.5.2d 501 (Opp.Div. 1962).

Also the Court rotes that (47-020 requires the lMayor to determine the
assessed value for all real property by cetimating the raz-~t valuns
of such property as of January lst of the year preceding the tax.

.

2] See Stipulation lo. 4 as to Stipulated date of valuation for the
tax years in question.
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Finally in reviewing the testimony of the respective ex-
perts, this Court finds that the estimate of value given by the respond-
ent's witness, Mr. Harps, 1s more convincing than the estimate given
by the petitioners' expert. It is clear that the value of real pro-
perty may not be limited to an arms~length agreement for purposes of

taxation. Springfield Marine Bank, supra. The property's capacity

for earning income, as opposed to income actually derived from the
property is what mirrors the true market value of real property for
taxation purposes. Therefore, in determining the true value of pro-
perty subject to a lease, an appraisal is made of the property as a
whole, regardless of the effect of the lease upon the value of the

owner's interest. Pcople e, rel. Gale, cunrn.

The credible evidence supports a finding that the true market

value of the subject property is $9,070,000 comprised of land at
$1,627,500 and the improvements at $7,442,500, thereby entitling the
petitioner to a refund of the difference between the taxes paid at
the previous assessed value of $9,500,000and the finding by the Court
of a true market value of $9,070,000, plus interest.

02D
THEREFORE, it 1is this z/“("t day of OQctobor, 1933
ORDERED that the respondent shall subnmit findings of facts,

conclusions of law and order within fifteen days consistent with this

opinion.
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